
INQUIRY 39 

State whEther PCSI endlor its Etiiliates andlor subsidiaries are being, 01 have . 
been, inuestigited by any rts\e 01 federa\ agencies. If so, provide the name of any such 
EQeflCy and the Contact information for the relevant governrnent'officials, and describe 
the nature and status of all such investigation(s). 

I 

AS of the dale of this response, Preferred is aware of the following investigations Either of or 
PAI: 

Federal Communications Commission Letter of inquiry File No. EB 06-IH-2112 dated June 30, 
response filed July 27. 2006 with lhe Commission 

Securilies and Exchange Commission (LA-3153) dated January 10, 2006. The contact person iS 

Mr. Spencer Bendell 
U.S. Securities and Exchange Commission 
Pacific Regional Oftice 
5670 Wilshire Blvd., 11" Floor 
LOS Angeles, California 90036 

(323) 965-381 5 (Fax) 

Preferred is unaware of any other federal, state or local investigations concerning either it Or  
PAL 

(323) 965-3833 
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INQUIRY 40 

Stzte whether PCSl ind lor  i ts zffiliztes sndlor subsidiaries are or have been involved in 
.any \itiqation. \t so, provide the nbme ~l \he pxfiet and describe \he nature and status of 
all such litigation. 

As of the date of this response PCSl has been involved in the following litigations. 

2006 

Stafford vs. Preferred Communications Systems, Inc.--Case no. 73 118 E 00345 06- pending 
before the Weslern Branch of American Arbitration Association - matter pending is the 
termination of a lease term for office spsce in Escondido, Ca. 

Byrd vs. Preferred Communications Systems, 1nc.--Case no. CV 2006 06-2044 pending before 
the Court of Common Pleas for Butler County Ohio. Matter pending is concerning a C O n l ~ ~ ~ U a l  
claim for payments on a purchase contract for WPEY448. 

Tidewater Communications vs. Preferred Communication Systems. 1nc.--Case NO. CLO6-5874 
pending before the Virginia Beach Circuit court concerning a claim for breach of contract and 
outstanding invoice payments. Judgment awarded to Tidewater. 

Hamblin vs. Preferred Communication Systems, Inc.--Case no. CV 050952 in the San Luis 
Obispo Superior Court obtained a final default judgment against PCSl on December 12, 2006. 

Preferred Communication Systems, Inc. vs. Federal Communications Commission--Case no. 
06-1079 consolidated with Case no. 06-1076 James A. Kay filed in the US District COUrt the 
District of Columbia. Case pending before the court on appeal from action of the Federal 
Communications Commission with respect to its decisions made in the First Report and Order 
(August 2004), Supplemental Order (December 2004) and Memorandum Opinion and Order 
(October 2005) concerning the 800 MHz Public Safety Interference proceeding. 

- 

2005 - 
Preferred Communication Systems, Inc. vs. Federal Communications Commission-Case no. 
05-1120 filed in the US District Court the District of Columbia. Case pending before the COUd on 
appeal from action of the Federal Communications Commission with respect to its decisions 
made in the First Report and Order (August 2004), Supplemental Order (December 2004) and 
Memorandum Opinion and Order (October 2005) concerning the 800 MHz Public Safety 
Interference proceeding. 

- 2004 

None 

- 2003 

Bond 8 Pecaro vs. Preferred Communication Systems, Inc.--Cause no. 02-12617-0 in the 
county court at Law #/4 Dallas County Texas. Bond B Pecaro obtained a final default judgment 
against PCSl on or about January 8,2003. 
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2002 

None 

- 2001 

- 

None 

2000 

None 

1999 

None 

1998 

Wunschel vs. Preferred Communication Systems, Inc., Charles M. Austin, Jay R. Bishop and 
Pendleton C. Waugh-securities fraud claim in State of Iowa. Case dismissed for lack Of 
jurisdiction in 2001. 

Telecellular, Inc. vs. Preferred Communication Systems, Inc.. Charles M. Austin, Jay R. Bishop 
and Pendleton C. Waugh --state contract claim. Settlement agreement reached in July 1999 
resulting in dismissal of this action with prejudice. 

- 

- 

- 
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DECLARATION 

1, 1, Charles M. Ausltin, am Preside111 of Preferred Communicafon Systems, Jnc., the addressee of that 

certain letter, dated Dccember 27,2006, from Hillary S. Denigro, Chief, Investigatjons and Hearings 

Division, Enforcement Bureau, Federal Communications Commission in file No. EB-06-IH-2212 

(“Lener’’). 

2. The foregoing responses on behalf of thc Licensee to the information requested by Inquiries NOS. 1-40 

in the Letter are based on my personal knowledge. 

3. The Jnformatjon provided in response to Inquiries Nos. 1-40 and the documents provided in response 

to those Inquiries are all of the responsive information and documents that I have identified to be in the 

Licensee’s possession, custody, control or knowledge, after diligent search and re\?iew, as of the date 

of this Declaration. The Licensee is continuing its search and review to determine if there are other 

relevant responsive materials dating back to January 1998. 

4. 1 have relied upon the assistance of Charles J. Ryan 111, esq. counsel in drafting the responses to 

Inquiries Nos. 1-40. 

5. 1 have relied upon Affidavits and oral interviews and discussions with Pendleton Waugh and Michelle 

Bishop in preparing certain responses which deal with the history and actions taken by the respective 

individuals. ‘ 

6. I have been assisted in assembling the responses and documents to certain Inquiries by Michael 

Lawler, m y  office assistant. 

eclare under the penalty of perjury that the foregoing is we and correct. 

ecuted: 

arles M. Austin 





8. AS @f the dstc ofthii ctjitiavit no &,ares of stock 'have been issued hq Preiemd to my husband 0: 

IO me cirircr directly or indim:ly. and nc m s t  h s  ken fanned. 

9. \ infit! an6 pxpppzrtd ceziTicae 'I: !C.l~'!Tortran~jertoihc~~~n~ k . H ~ ~ & Y ~ , f i n ~ ~ r ~ g  

ior the Genefir of hii. Penaleton 'iisaph. but a5 no LVJSI had hecn crs ted (no ah' provided to me 

and no funds wew paid :o me:. 1 cwid noi transfer rht ceniiicue. 

10. Dufitlg my Tenure a i  stcieta? of P;eFeerrd no sharer were tnnsfvred to &e Xayniood A. 

Hehrank Voting Trils~ Mi. Wail&, Mr. Iichmk ui io any other INS or other entity for the 

haiefit d M r .  Wougli. 

1 :. 111 preparation for the Federal Coummunicarions Commission Auc:iun $34 in 3000, I p r e p a d  

FCC Form i 55 on behalf cf PAL I %ped into rhe form the information to the best ofmy llien 

knowledge and k . l i d to  be zIccumte and m e .  

12. AI B e  time of preparation of Form 175. I had the 2sistance oFPenJlcton Waugh and David 

Kaufinan, an anorncy with wnsiderahle FCC experience. hlr. Kaufman dictaled U, me the 

language that was included in the nvo ioomotes in Form I75 concerning the Verbal a p r n e n t s  

beween the Company and the Rqmond  A. Hrhmnk Vthng Tml and my husband and me for 

Preferred IO tiansfer 800,DOu shares of Common Stock to ( I )  the Raymond A. lichrank Voting 

Trust and (2) a voting min to he esmhlishcd by my husbmd and me and the need for P r e f d  to 

file 8 lransfer of  conuol application with respea to nsh verbal agmmeno for FCC appmvai 

prior fc, r k  G-mfrr of such shams. Moreover. Mr. Kaufinan expplaincd to me that since Mr. 

.Justin then o,cd more than 50% ofthe issued and outstanding sharer ofthe Company's S t K k  

he was considered for purpous of determining his indirect nunershipofPAI. the FCC Auction 

#34 zpplicanL the holder of l0Ph ofrhe isurd and aturnding shares oFthe PAI. I chereforr 

rccodcd Mr. Aunin's indirect orvnpsliip ofthc applicant in F m  175 8s 100%. 

13. AI the time of prepan'ng Form I:!. I was aware of various ongoing discussions baween my 

husband, Mr. Austin, Mr. Hebrank and Mr. Charlfs Gusliey pertaining Io their respecli\*e sham 



i' 
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NOTARY ACKNON'LELEDCMENT 

%ate ofCalifornia 
Counw of Riverside 

. /' 



I Affidavit of Pendleton C. Waugh 

1, PendletOn c. Waugh, hereby do affim under penalty of pejury that the Statements set forth 
below are true and accurate to :he best of my kno\vledge and belief: 

1. 1 have been provided a copy of a Letter of Inquiry (“LOI’’) from the Federal 
Conimunications Commission (“FCC” or “Commission”) to Preferred Communication 
Systems, Inc. (“Preferred” or the “Company”) dated December 27, 2006 and have read 
the LO1 in its entirety. 

2. In January 1995 I was convicted in the U.S. District Court for the Northern District of 
Texas of conspiracy to violate the currency transaction reponing statute and sentenced to 
tnenty-one (21) months incarceration. I also was fined S20,OOO. My sentence later was 
reduced to fifteen (1 5) months incarceration. The facts and circumstances involving this 
conviction occurred during July-August 1992. 

3. In May 1999 I was convicted in a Dallas County criminal court of securities fraud 
involving $72,000 and sentenced to four (4) years probation. Pursuant to such probation, 
I was required to pay $72,000 as r e sh t ion  and provide five hundred (500) hours of 
community service. The securities fraud charges were based upon the failure of a limited 
liability company to disclose certain facts to seven of its members. The facts and 
circumstances involving this conviction occurred during September 1993-April 1994. 

4. Since my conviction in 1995 I have acknowledged both publicly and privately that due to 
FCC rules and policies relating IO Character qualifications that I am prohibited from 
having any authority over any license gianted by the Commission. 

5. I have neither served in any management position with Preferred or any of its subsidiary 
corporations nor performed any management functions with the Company or its 
subsidiary corporations. 

6. Since August 1998 I have served as a consultant to Preferred. I have received a Form 
IO99 for each of the years I have performed consulting services and been compensated by 
the Company. 

7. I have never been issued shares of stock of Preferred or any of its subsidian’es. 

8. I am not the beneficiary of any trust that has been issued shares of stock of the Company 
or any of its subsidim’es. 

I 
I 

9. Although I was not a founder of Prefened, I typically was included in the “Core Group” 
in memoranda and spreadsheets prepared by various parties to seek resolution of disputes 
between certain individuals and the trustee of the Raymond Hebrank Voting Trust with 
respect to the equity ownership of the Company. 



IO. Contemporaneously with the formation of Preferred, Charles Austin, Jay Bishop and 1 
agreed verbally that each us, or our designated assigns, would hold one-third (113) of the 
equity ounership of the Company. At that time each of us understood that due to my 
preyious criminal canyictian 1 cau\d not direct\y hold shares of ~e Company’s qock, 

I I .  In early 2000 I sought 10 create a voting trust comp1)ing with both FCC and Securities 
and Exchange (“SEC“) rules. Based upon the these rules as I understood them, I 
requested that Charles Austin and Jay Bishop identify one or more candidates with whom 
I had no prior business or personal relationship and who would be willing 10 serve as 
trustee of such a irust. 

12. In March 2000 Charles Austin invited me a meeting in Palm Springs, California 10 meet 
with Raymond Hebrank. 1 had never talked with or met Mr. Hebrank prior to such 
meeting. At the conclusion of such meeting, Mr. Hebrank agreed to serve as trustee of a 
voting trust to be established on my behalfand I accepied him as the trustee for such trust 
upon the terms and conditions set forth in the Trust Agreement dated April 14, 2000 
attached hereto as Exhibit 1. 

13. Due to a lack of funds in 2000 and thereafter, 1 failed to pay Mr. Hebrank for his 
services as trustee of the Raymond A. Hebrank Voting Trust until October 2006. 

14. 1 have never received documentation including, but not limited to, tax returns, or any 
other tax documents, proxies, or other voting information, annual reports, updates of 
Company information which would have been mailed to the mst on my behalf in the 
ordinary course of business. 

15. In April 2005, h4r. Hebrank and I amended and restated the Raymond A. Hebrank 
Voting Trust Agreement. 

16. As of the date ofthis affidavit, I do not have a financial interest in Prefened or any of its 
subsidiary corporations. 

19. As of the date of this Affidavit, to my knowledge and belief no voting trust has been 
created for the benefit of and no shares of the Company’s stock have been issued to Jay 
Bishop and/or Michelle Bishop. 

22. To my knowledge and belief, Preferred Spectrum Acquisition, Inc. (TU“ was formed 
as a wholly-owned subsidiary corporation of Preferred to participate in FCC Auction #44. 
When it failed to raise a sufficient deposit to bid on upon a considerable number of 
licenses, Prefmed determined not to participate in that Auction. To my knowledge and 
belief, PSA has been inactive since 2004. 

23. To my knowledge and belief, Preferred Partners, LLC (“Preferred Pmers”) was formed 
to participate in FCC Auction #58. To my knowledge and belief, Preferred and Charles M 
Austin was unaware of the creation of this limited liability company by cerlain 
individuals participating in raising funds for Preferred. When this limited liability 



company failed to raise considerable funds for a deposit to bid upon several licenses in 
this Auction, its management determined not to participate in the Auction. TO my 
knolvledge and belief, h i s  limited Xabihrj company has been inaCti\le Since 2005, 

24. During 2000, I borrowed approximately $20,000 from Chandu' Pate1 to assist me in 
paying the monthly restitution amounts to the Dallas County Adult Supervision 
Depmment. To daw, I have lacked the funds to repay any of the amount advanced. 

Pendleton j4LLLL C. Waugh J-ii 
Witness my hand and seal this & day o<<kLflOo7 

County of Dallas 

State of Texas 

* 2 G  d i' 17 I Q+k, a notary public for the State of Texas, county of Dallas, do 
here y acknowledge that Pendleton C. Waugh did personally appeat and make himself known 10 

this affidavit as being the 
truth to the best of his knowledge anhe l i e f  
me and did further swear, affirm, and nest to the 

Commission expires: / D-dS-CWOX 

I DAVINA TROTTER 
NOTARY FJBLlC 

Sfa:e of Texas 
Comm. Exp. 10-25-2008 
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VOTING TRUST AGREEMENT 

This VOTING TRUST AGREEMENT, dated as of April 14,2000 between Pendleton C. Waugh 
("Waugh"), a person entitled to receive shares of Common Stock of Preferred Communication Systems, 
Inc., a Delaware corporation ("Preferred") and Ray A. Hebrank. in his individual capacity only as expressly 

Capacity as trustee, with his permitted successors and assigns, the "Votinz Trustee"). 

I 

staled herein and o h w i s e  no1 in his individual capacity but solely as m i e e  hereunder berein in his I 

WITNESSETH: 

ARTICLE I 

Section 1.1 Certain Definitions. Unless the context otherwise shall require, the capitalized terms 
used herein shall have the respective meanings contained in this Section 1.1 for all purposes hereof. All 
definitions contained in this Section 1.1 equally shall be applicable to both the singular and plural forms of 
the defined terms. For purposes of this Agreement, the following terms shall have the following meanings: 

"Designated Shares" means the 800,000 shares of Preferred Communication Systems, Inc. 
Common Stock, par value S.001 per share, to be issued to the Voting Trust established by this Agreemcnt. 

"For Cause" means breach by the Voting Trustee of his obligations expressly set forth in this 
Agreement. 

"Liens" means any mortgage, lien pledge, charge, security interest, encumbrance, priVikgC, or 
priority of any kind, including without limitation, any conditional sales agreement, capital lease agreement, 
capital lease or other title retention agreement. 

"Trust Estate" means all estate, right, title and interest of Waugh in and to the Designated Sharrs, 
together with all dividends and other distributions thereon. 

ARTICLE I1 

GRANTING CLAUSE 

DECLARATION OF TRUST .- 
Section 2.1 Crantine Clause. Waugh hereby grants. bargains, sells, assigns, transfers and 

WnVeYs unto the Voting Trustee and his successors and assigns all of his right, title and interest in and 10 
the Trun Estate. 

Section 2.2 Declaration of Trust. The Voting Trustee hereby declares that he shall hold the TNU 
Estate for the use and benefit of Waugh as more particularly set fonh in Article 111 hereof. 

ARTICLE 111 

RECEIPT. DISTRIBUTION AND APPLICATION 
OF INCOME FROM T H E  TRUST ESTATE 

Section 3.1 Pavmrnts to Votinp Trustcc: Other  Parties. All payments ofany  kind included in 
the Trust Estate received by the Voting Trustee and any other amount received as pan of the Trust Estate 
and for the application or distribution fonhwith upon receipt is made herein, shall be distributed fonhwith 
upon receipt by the Voting Trusiee in h e  iollowing order of priority: =so much of the payment a shall 
bc reasonable to reimburse the Tmstee for any reasonable out-of-pocket expenses not otherwise paid as to 
which the Voting Trustee is entitled to be reimbursed pursuant to thc provisions hereof shall be retained by 
the Voting Trustee; and &, the balance. if any, shall be paid to Waugh. 



Section 3.2 Method of  Pavments. In the case of distributions that are to be made by the Voting 
Trustee to Waugh pursuant to this Anicle 111, such distributions shall be made by transfeming by  wire 
transfer the amount to be distributed to such account or accounts of Waugh, or such other accounts of athe1 
persons, as wa%h may by writing designate from lime IO time IO the Voting Trustee. I 

ARTICLE IV 

DUTIES OF T H E  VOTING T R U S T E E  

Section 4.1 Action Unon Instructions. Subject to the terms of Anicle VI1 and Section 4.2 
hereof. upon the written instructions ai any time and from lime to time of Waugh, the Voting Trustee shall 
take such orthe following actions as may be specified in such insiructions: (i) give such notice or  direction. 
or exercise such right. remedy or power hereunder, or in respect of all or any pan of the T N S ~  &late, or 
take such other action as shall be specified in such insiructions and (ii) take such action to preserve or 
protect the Trust Estate (including the discharge of Liens) as may be specified in such instructions. 

Section 4.2 Indemnification of Votine Trustee. The Voting Trustee shall not be required to take 
W’ action under Section 4.  I (other than the giving of notices referred to therein) hereof unless the Voting 
Trustee shall have been indemnified by Waugh (includine Dursuant to Section 6.2 hereot) or another person 
acceptable to the Voting Trustee, in manner and form satisfactory to &e Voting Trustee, against any 
liability, cost or expense (including reasonable counsel fees and disbursements) that may be incumd in 
connection therewith. Moreover, if Waugh shall have directed the Voting TNStee to take any such action or 
refrain from taking such action. Waugh agrees to furnish, or c a u x  anothei person to furnish. such 
indemnity as shall be required and, in addition to, pay reasonable compensation to the Voting Trustee for 
the services he has performed or will perform pursuant to such direction and any reasonable fees and 
disbunemenls of counsel or agents employed by the Voting Trustee in connection therewith. 

Section 4.3 No Duties Except as Specified in This Aereemenl. Except as expressly required by 
the t e r n  of any of the agreements to which the Voting TNstee is a party, the Voting Trustee shall not have 
MY duty, power or obligation to manage, control, use, sell, convert, exchange, dispese of, or otherwise deal 
with the Designated Shares, or any interest therein or any pan ofthe Trust Estate, OT orhenvise to take or 
refrain from taking any action under, or in connec!ion with any of the documents to which the Voting 
TruStce is a party. The Voting Trustee agrees that he shall, in his individual capacity and at his own cost 
and expense (but without any right of indemnity in respect ofsuch cost and expense under Anicle VI 
hereof), promptly take such action as may be necessary to duly discharge and satisfy in full all Liens 
anribumble either to actions taken by him or his failure IO act in violation of this Agreement or of any other 
agreement to which he is a party. 

Section 4.4 No Action Except Under This Aereement, The Voting Trustee agrees that he shall 
not manage, control, use, sell, convert, exchange, d i spox  of, or otherwise deal with che Designated Shares 
or any part of the Trust Estate except as expressly provided by the terms hereof. 

ARTICLE V 

THE VOTING TRUSTEE 

Section 5.1 Arcenlance ofTrus t  and Duties. The Voting Trustee in his individual capacity 
accepts the trust hereby created and agrees. as Voting Trustee, to pedorm the same but only under the 
terms hereof applicable to his duties. The Voting Trustee also agrees to receive and disburse all monies 
received by him constituting pan of the Trust Estate upon the terms hercoi. The Voting Trustee, in his 
individual capacity. shall not be answerable or accountable under any circumstances, except for: (a) his 
o w  willful misconduci or gross negligence; (b) performance of the terms of the last sentence ofSection 
4.3, and (c) his failure to use ordinary care to disburse Funds. 



Section 5.2 No Seereeation of Monies Required: No Interest. Except to the extent required by 
law, monies received by the Voting Trusree hereunder need not be segregated in any manner. The Voting 
Trustee may deposil such monies as may be required under such general conditions as may be prescribed 
by law. Pne Voting Trustee shall not be liable for any interest thereon. 

SWfiOn 5.3 Reliance Upon Certificates. n e  Voting Trustee shall incur no liability 10 anyone 
acting in  reliance upon any signature. instrument, notice resolution. request, consent. order, certificate, 
rePo% opinion, bond, or other docunienl or paper reasonably believed by him to be signed by the proper 
party or panics. 

Section 5.4 Not Act ine I n  Individual Capacity. Except as expressly provided herein to the 
COnbarY, in acting hereunder. the Voting Trustee acts solely as a trustee and not in his individual capacity. 
All persons, other than Waugh. having a claim against the Voting Twstee by reason of the transactions 
contemplated hereby shall look only to the Trust Estate for payment or satisfaction thereof. 

Section 5.5 k s .  In addition to any o h e r  amounts payable IO the Voting Twstee hereunder, 
Waugh shall pay to the Voting Trustee (a) on May I ,  2000 an upfront fee of $2,500 and @) until the 
termination of this Agreement in accordance with Section 10.2, a fee of$2,500 which shall be payable 
annually in advance upon receipt of an invoice from the Voting Trustee. 

ARTICLE VI 

INDEMNIFICATION BY WAUGH 

Section 6.1 Waueh to Indemnify Votine Trust- 

(a) Scope of Indemnification. Waugh hereby agrees to indemnify, protect, save and 
keep ~ ~ l c r s  the Voting Trustee m his individual capacity, and his successors, permined assigns, 
directors, officers, employees, agenls and sewants, from and against any and all liabilities, obligations, 
losses, damages, penalties. taxes (excluding any taxes payable by the Voting Trustee on or measured by 
any compensation received by the Voting Trustee for his services hereundm and excluding taxes unrelated 
10 the tranSaCtiOns contemplated hereby), claims. actions, suits, out-of-pocket COS&, expenses M 
disbursements (including, without limitation, reasonable legal fees and expenses but excluding internal 
CMts and expenses such as salaries and overhead) of any kind and nature whatsoever imposed MI, incurred 
by Or asxned  against the Voting Trustee in his individual capacity, or any of his SUCceSSOIS, permitted 
assigns, directors, employees, oficers, servants or agents in any way relating to or arising out of this 
Agreement or any of the other documents to which the Voting Trustee is a party, or in any way relating to 
or arising out of the admin,istration of the Trust Estate or the action or inaction of the Voting Trustee 
hereunder. 

' , 

(b) Limitation on Indemnification. Waugh shall not be required to indemnify the 
voting Trustee in his individual capacity (i) in the case of(and the Voting Trustee in his individual 
capacity agrees to assume liability for and hold wpugh harmless from) all liabilities, obligations. IOSXS, 
damages, penalties, taxes, claims, actions. suits, out-of-pocket COW, expcnses or disbursements (including, 
WirhOUt any limitation, legal f e n  and expenses) of any kind and naNrC whatsoever rCSultiIIg from Or arising 
Out of or which would not have occurred but for or which is in the nature of one or more of the following: 
(a) the willful misconduct or gross negligence on the part of the Voting Trustee or his SuCCeSSOfS. assigns, 
servants, agents, affiliates or employees in the performance or nonperformance of his duties hereunder; or 
@) breach by the Voting Trustee, in his individual capacity, of his covenants in Article V; or (c) the failure 
Of the Voling Trustee to use ordinary care 10 disburse funds. The indemnities contained in this Section 6.1 
extend to the Voting Trustee only in his individual capacity and shall not be construed as indemnities Ofthe 
T ~ t n  Estate (except to the extent, if any, chat the Voting Trustee has been reimbursed by the Trust Estate 
for amounts covered by the indemnities contained in this Section 6.1). 



(c) Indemnities Survive Termination of Agreement. The indemnities contained in this 
Section 6. I shall survive the termination of this Trust Agreement. The payor of any indemnity under this 
Section 6.1 shall be subrogated to any right ofthe person indemnified in respect of the maner as to which 
such indemnity was paid. 

(d) Limilalion on Voting Trustee's Duiics and Liability. The VohE Tmsiee shall 
have no duties or responsibilities oiher than those expressly set forth in this Agreement. The parties hereto 
expressly agree that the Voting Trustee shall. in his sole discretion, be entitled to vote the Designated 
Shares and shall not be liable to the other parties hereto or to anyone else for any loss which may be 
incurred by reason of the Voting Trustee (i) in his sole discretion voting fhe Designated Shares. o r  (ii) 
taking any action taken or omining to take any action in the good faith exercise o f  his own best judgment. 

ARTICLE VI1 

VOTING RIGHTS 

Section 7.1 I n  General. Notwithstanding any other provision ofthis AgreemenL but subject to the 
other provisions of fhis Article VII, from and afier the effectiveness of this Agreement in accordance with 
Section 10.1 hereof and until termination of this Agreement and the Trust Estate, (i) Waugh shall not have 
the rights Io direct or control the Voting TNstee hereunder in connection with maners involving the voting 
of the Designated Shares by the Voting Trustee (the "Vofine Riehts"), and (ii) the Voting Trustee shall 
have absolute and complete discretion to exercise, or refrain from exercising, the Voting Rights in all 
matters as 10 which Waugh otherwise would have had any Voting Rights but for the provision of Ihii 
Anicle. The Voting Trustee's discretion with respect to the Voting Rights is expressly limited to the Voting 
Rights that, but for the provisions of this Anicle, would be held by Waugh, and docs not extend to any 
other rights, powers or privileges in respect of Waugh's beneficial interest in the Trust Estate. 

ARTICLE VI11 

SUCCESSOR VOTING TRUSTEES 

Section 8.1 Resicnation of Voting Trustee; ADDoinlment OrSuCcesSOr.  

(a) Resignation or Removal. The Voting Trustee or any successor Voting Trustee may 
resign at any  time without cause by giving at lean 20 days' prior wrinen notice to Waugh. Such resignation 
will be effective upon the acceptance of appointment by the successor Voting Trustee under Section 8.1 (b) 
hereof. Moreover, Waugh may at any time remove the Voting Trustee FOR CAUSE by a notice in writing 
delivered lo the Voting Trustee. Such removal will be effective upon the acceptance of appointment by the 
successor Voting Trustee under Section 8.1 (b) hereof. In the case of resignation or removal of the voting 
Trustee, Waugh may appoint a successor Voting Trustee by an instrument signed by Waugh. If a successor 
Voting Trustee shall nol have been appointed within 30 days afier such notice of resignation or removal, 
the Voting Trustee or Waugh may apply to any court of competent jurisdiction to appoint a SUCCCSU)~ 
Voting Trustee to act until such time, if any, as a successor shall be appointed as provided in this Section 
8.1 (a). Any successor Voting Trustee so appointed by such court immediately shall and without further a a  
be superseded by any successor Voring Trustee appointed as provided in this Section. 

(b) Execution and Delivcrv of Documents. Any successor Voting TNS~CC, however 
appointed, shall execute and deliver to the predecessor Voting Trustee an instrument accepting such 
appointment, and thereupon such successor Voting Trustee, without funher act, shall become vested with 
all of the estates, properties, rights, powers, duties and trusts of the predecessor Voting Trustee in the tmSt 
hereunder with like e rec t  as if originally named the Voting Trustee. Such predecessor Voting Trustee shall 
execute and deliver an instrument transferring to such successor Voting Trustee, upon the trusts herein 
expressed, all the estates, properties, righs, powers and trusts of such predecessor Voting Trusfee. Such 
predecessor Voting Trustee shall duly assign. transfer, deliver and pay over to such successor Voting 
Trustee all monies or other propeny then held by such predecessor Voting Trustee upon the tmsu herein 
expressed. 
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ARTICLE IX 

SUPPLEMENTS AND AMENDMENTS TO TRUST AGREEMENT 
AND OTHER DOCUMENTS 

Section 9.1 Suorrlcments and Amendments. This Trust Agreement m a i  not be amended, 
supplemenled or otherwise modified except by an insimment in writing signed by the Voting Trustee and. 
Waugh. 

ARTICLE X 

MISCELLANEOUS 

Section 10.1 Eflectiveners oIAgreement. This Agreement shall become effective on the date of 
this Agreement. 

Section 10.2 Termination of Agreement. 

(a) In  General. This Agreement and the busts  created hereby shall be ofno further 
force and effect upon the fifih anniversary date of this Agreement. 

hereof, Waugh, or  any person designated by him. without further act. shall become vested with all right, 
title and interest in the Trust Estate. Upon the written request of Waugh, the Voting Trustee shall deliver to 
Waugh or such designee, as the case may bc, the certificates representing the Designated Shares, duly 
endorsed, and shall pay over to W a u a  or such designee, as the case may be, all monies or other pmpnty 
then held by *e Voting Trustee upon the msts therein expressed. 

Section 103 Votine Trustee Has All L e a l  Title In Trust Estate. The Voting Twsiee shall 
have all legal title to any pan of the Trust Estate. Prior to the termination of this Agreement in accordance 
with Section 102 hereof, no transfer, by operation of law or otherwise, or MY right. title and interest of 
Waugh in and to the Trust Estate shall operate to terminate this Agreement or the busts hereunder or entitle 
any successors or transferees of Waugh IO an accounting or to the transfer of legal title to any pan of the 
Trust Estate. 

Section 10.4 Nolices. Unless otherwise expressly specified or permined by the terms hereof, all 

(b) Transfer. Upon the terminalion of this Agreement as described in Section 102 

notices shall be in writing by certified mail, return receipr requested, postage prepaid and (a) if to the 
Voting Trustee to him at his address set forth immediately below: 

Raymond A. Hcbrank 
24544 Gardenstone Lane 
Wen Hills, California 91307 

or (b) if to Waugh, addressed to him at his address set folth below: 

Pendleton C. Waugh 
14304 Olympic Court 
Dallas, Texas 75234 

Whenever any notice in writing is required to be given hereunder by the Voting Trustee or Waugh, 
such notice shall be considered given and such requirenients satisfied ifsuch notice is delivered by hand or 
is sent by  overnight courier certified mail, return receipt requested. postage prepaid or telex or telecopics 
(confirmed promptly by certified mail, return receipt requested, posmge prepaid). In each case the notices 
will be addressed as set forth above. 



Section 10.5 Severability. Any provision hereof that is prohibited or unenforceable in any 
jurisdiction shall, as 10 such jurisdiction, be ineffective to the extent ofsuch  prohibition or unenforceability 
without invalidating the remaining provisions hereof, and any such prohibition or unenforceabiliry in any 
such jurisdichn shan not invz\idare or render unenfoiceab\e such provision in any other juris~cfion. 

Agreement. Each counterpan when so executed and delivered shall be considered an original. However, all 
such counterpans together shall constitute but one and the same instrument. 

Serfion 10.6 Countervarts. The panies herero in separale counterpans may execute lhk 

Section 10.7 Bindine Effect. All covenants and agreements contained herein shall be binding 
upon, and inure to the benefit of, the Voting Trustee and Waugh, and their respective successors and 
assigns. 

Section 10.8 Gosernine Law. This Agreement shall in all respects be governed by, and 
construed in accordance with the laws ofthe State of Texas, including all rnaners o f  construction, validicy 
and performance. 

IN WITNESS WHEREOF, the panies hereto have executed this Voting Tmst Agreement ar Of 
the day and year first above wrinen. 

Raymond A. Hebrank, Voting Trustee 

CA',,,,. /d c.i$An,.-O 

Pendleton C. Waugh / 



AMEhiED .AND RESTATED VOTING TRUST AGREEMENT 

Ths Amended and Rtsteted Votinglrust Ageement, dated as of April 14, 'Lw5 
between Fendleton C. Waugh ("Waugh"); a person es?tided to receive shares of Common 
Stack of Preferred Communication Systems, Inc,, a Delawarr corporation (Trefemd") 
sad Ray A. Hebrank, in his indi.;jdual capacity only as expressly stated hnein and 
othmvisc nor in his individual capachy but solely as nustee hereunder fierein in his 
capcity as tnstec, witb his permitted successm and assigns, the "Votbg TruJtee"). 

WITNESSETH: 

WHEREAS, U'augh and Hebrank entered into a Voting T r ~ n  Agreement on April 

WEREAS. WEU& and Hebrank desire to extend the term of the Voting Trust 

14: 2000 that provided for lerminarion upon its fifth anniversary; and 

Agreement for an additional five (5)-ycar tenn; 

NOW THEREFORE, in consideration of the foregoing recitals and of ~ I C  m d  
covena~& sel forth herein, and other good and valuable consideration, h e  receipt of which 
are acknowrledged by the parties liereto, intending to be legally bound, agree as follows: 

ARTICLE 1 

Section 1.1 Certain Definitions. Unless the context otherwise shall require, the 
capitalized terms used herein shall have the respective meaoings contained in this Section 
1.1 for all ?urposes hereof. Ail d&tions mntained in this Section 1.1 equelly shall be 
applicable IO both ihe singular and plural forms ofthe d&nd tern. For pu?loses of this 
Agreement, rhe following terms &all have the following meanings: 

"Designated Shares" means the shares of Prefcmd Communkauon SyStcnu, Inc. 
Commcm Stock, par vdue S.001 pa share to be issued to the Voting Tr~n established by 
this Ageemcnt. 

"Designated Warrants" means the Common Stock Purchase \Vmants of Preferred 
Corcunmkation Systems, lnc. to be issued to tho Voting Trust established by this 

"Designated Stock Options" mwzs &e restricted options to p& shares of 
Preferred Communication Systems, Inc. to be issued to the Voting Trus establ istd by 
this Agrcement. 

"For Cause" meaus breach by tbc Vothig Trustee of his obligations expressly set 
forth in this Agreement 
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"Liers" m c m  any mortgage, iien pledge. chsrge, security interest, encumbrance, 
privilege, os pionty of any kind, inchdhB without hiwion, any condihal S&S 

"Trust Estate" m c m  dl estate, right, tide end interest of Waugh in and to the 

apement ,  copitid lease agreemem, capital lease or other ti:!e retention agreement 

Desipaed Shares, together with all dividends and other distributions t h e m .  

AR'I'ICLE I1 

GRANTING CLAUSE 
DECZAR4TION OF TRUST 

Sectiun 2.1 Granting Clause. Waugb hereby grants, bargains, sells. assigns, 
transfers ad conveys unto the Voting Trdstee and his SUCCCSSOR ad S & p  dl Of hill 
right, title and interest in and to the Trust Estate. 

Section 2.2 Derlaretim of TrnsL The Voting Trustee hereby declares that he 
shall hold the T m t  E r n e  for the use and benefit of Waugh 8s more perticularfy KT fortb 
in Article IIl hereof. 

ARTICLE 1LI 

I N  
OF IXCOME FROM THE TRVST EST ATP; 

kind included m the 'Trust Estate. received by the Vodng Trustee and m y  cthcr amount 
received as part of the Trust Estate and for the application or distribution forthwith upon 
rcceipl is made herria, shall be d i s s h t e d  forthwith upon receipt by the V O W  rNslee 
in the following order of priority: &st-so much of ttK pqment as rhall be reasonable (0 

reimbmsc tk Trustee fm any reasonable outof-pockc. cxpcoscs not othcrwisc paid OS to 
which the Voting Trustee is entitled to be reimbursed pursuant ta the provisions hereof 
shall be retained by the Voting Trustee; and the balance, if my, sball be paid (0 

WaUgh. 

Seerion 3.2 Methud of Pavmenlg. In the iase of dis!xibutions that art to be mak 
by ths Voting Tmtcc to Waugh pursum to this Anicle IU, such distnburions shall be 
made by nansfening by wire armsfer the mouar 10 be dim'buted to such accoUm or 
accounts of H'augh, or such &a accounts of 0 t h  persons, as Waugb mey b' Writing 
designate 6om time to time to the Voting Trustee. 

Section 3.1 pa\ments to Votinc Trustee: Other Parties. All p a m e  of 

, 

0 0 0 0 1.4 



ARTICLE IY 

DUTIZS OF T E E  VOTING TRUSTEE , 

Section 4.1 Acdon Unon Instructions. Subject to ;he terms of W i c k  VI( and 
k t i o n  1.2 hereof, apon rhc nri;ten instructions at any time and from time 1.0 rime of 
Waupl, the Vo&g Trustee shall take swh of the foilowing actions es may .be spwified in 
such instrunions: (i) give such notice or direction or exercise wch ri$& remedy or 
p0we.r heminder, or in respect of all or auy paa of the Tmt Estate, or take sllch other 
a ~ o a  as shall be spe.cified in such in.structions and (ii) take Such action IO p r e m e  or 
pmlecl the Trust Estate (including the d i s k g e  of Liens) es may bc spccifiec! in 5uch 
instmc.tions. 

Section 1.2 Indemnification uTVotinp Trustee. The V u h g  Trustee shall not be 
required to t&)tc any action cnder Section 4.1 (other rhen the giving of rorices refened to 
therein) hereof unless rhe Vrlting Trustee shall aave bew hdemified Wmgh 
Finciadine cwmant to Sectiqj 6.2 h m f )  or another person accepzble to the V d n g  
Truslte. in rnmer and form satisfactory to the Voting Trustee. against my lia'oility, cost 
or expense. (includitig reasonable cour,xl fws and disburwments) that may be incurd in 
connection therewith. Morwva: if Waugh shall have drccied the Voting Trustee to take 
any such action w refrhin ern ta'king such action, Waugh agrees b furnieh, or cause 
another person to b i a h ,  such kdemnity as &ail be required and, in addiuon to, .my 
reasonable compensation to tk.\'oting Twiee for the smices he has perfomed or Will 
p f o m  punumr t.0 such dirdon and m y  reasonable ?'em and disbursements of counsci 
or agenrs employed by the Voihg Trustee in ccmectinn therewith. 

Sectlon 4 3  Yo Duties Exeat LIS SDccificd in rhir Anreemeg_t Ex-1 es 
exprwsly rquked by the t m  of my ofthe agreanents to which the Voting Trustee is a 
party3 or as read into this Agreement against or io favor oftbe Voting Trustee, h e  Voting 
Trustee shall not haw any duty, p0v.w or obligation to manage, conirol, use, sell, 
convert, exchange: dispose of', or otberwise deal with the Designated Shami, or any 
hrmert therein or any pari of &e T m t  Esrate, or othem~e ta take 01 refrain h m  t8kkg 
any action under, or in connection with m y  of the docurcents to which rht Vo-hg Trustee 
is a pu?y. The Voting Trus'ke agrees thm he shall, in his individual capcity and at his 
own cost end expense @ut vdthout my right of indenmiry in respect of such c o ~ t  and 
expense under Article VI hereof), pmmptly take such action as may be neces3sry to duly 
discharge and satis9 in full n11 L.isn. sttributable either to aaions taken by him or his 
failure to act in violation of t!ka &rccrnan or of m y  otlur agreement ?o which he is a 
m. 

Section 4A No Action Famot l!nder This Aervernenb The voting Trustee 
agrres that he shall not manage, control, use, AI, con- exchange, dispose of, or 
otherwise deal with the Desigoasd Shares my part of the Trust Estate except BS 
expressly provided by the rems hereof. 

o oo n 1.5 
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ATTACHMENT C 



Section 5 1  Acceotanee af Trust and Duties. The Voting Trustee in his 
individual cepaciry mcept h e  *an hereby creeted and agrees, as Voting Tnrstec, to 
perform the s m e  but only ilader the tams hereof applicable io. his duties. The Voting 
Trustee also agrees io receive and disburse ail monies received by him constituting p~ 
of the Trust Estate L p n  the ?ems hereof. The Voting Trustee. in his individd capaci%y, 
shall not be answerable or accountable under my circumstances, exczpt for: (a) his own 
willful misconduct or gross seg!igence; (b) performance of the terms of the last sentence 
of Section 4.3, and (c) his failure IO use ordinary c . m  10 disburse funds. 

Section 5.2 No Seeremtion of Monies Resuired: No 3ntereat. Except to the 
extent rcqilired by law? monies received by tbe Voting Trusree hereunder need not be 
segregcited in any mazer.  The Voxing Trustee may deposit such moniw as may be 
required :mder such general conditions as may be prescribed by law. The 'r'oiing Trustee 
shall no: be. liable for any interest &ereon. 

Section 5.3 pelinnre Lbon Certlficatq. The Voting Trustee shall &cur mi 
Uabiity to anyone acting in reliance upon any signature, htriuneq notice resolution, 
request, consent, order, ccrrifica!e, ~eport, opinion, bod,  or other document or paper 
remonably believed by hm IO be signed by the p r o p  my or parties. 

Section 5.4 Kot Artian In Tadividad Camcity. Except 5s expressly provided 
herein to the mntrary. in acting hereunder, rhe Voting Trustee acts solely as a trustee and 
iiot in his individual capacity. All pnsons, o A t r  than Waugh, having a cleirn against the 
L70ting Trdstee by reason of the crawactions contempla1ed hereby shall look only to the 
Trust Estete for payment or satisfwtion thereof. 

Section 5.5 In addition 10 any other amounts payable to thc Voriog Trustee 
hereunder, Waugh acknowledges and agrees that he is obligated to pay to the Voting 
Trustee (a) an upfront fee of $2,506 and (b) until the. wrninatinn oftbis Amended Voting 
Trust Agncrngn in accordance with Section 10.2: an annual fee ofS10.000 wMch shall 
be psyable arurually in advsnce upon receipt of an invoice from the Vo-iDg Trustee. 

000016 



RRTlCLE VI 

Scction6.1 Waueh to Indemnifv Voting Trustee. 

(a) Scope of Indemnification. Waugh hereby ,agrees to indemnify, 
protect, saw and keep harmless the Voting Trustee in his hdildividud cspacity, and his 
succesms, permitled &ssi;ns, directors, officers, einployers, agenw and servants, from 
md sgabst any tad all liabilities, obligations, l o w ,  darmges, penaiues, taxes 
(excluding ary taxes pay&ble by the Voting Trustee on or meesured by any wrnpase~on 
received by the Voting Tustee for h i s  services hereunder and e x c l u f i  =xes unrelaed 
to the ~ s c c t i m s  conterqlaed hereby), claims, actions, suits, oul-of-pocket costs, 
expenses or disburseracnts (inciuding, without limitation, reasonable legal fees and 
expenses but excluding infernal c0-m md expenses such AS selaries and overhead) of any 
kind and m e  whatsoever imposed on: incurred by or asjened against the Voting 
Trustee in his individual capscity, or any of hi5 successors, permitted assigns, directors, 
employees, ofiiccrs, servants or agents in any way rela+hg to or arising out of this 
Agreement or any of the other docurnmts to which the Voting Trustee is e pany, or m 
my way relaring to or arising out otthe administration of the Trllsl €stma or the action or 
inaction of the \'oting Trustee hereunder. 

@) J.inrlniion on Indemnification. Weugh shall wt k required to 
indemnie the Voting Trustee in his individual capacity (i) jn the case of (and the Voting 
T w e  in his individual capcity agrees to assume liability fot and hold Wa@ harmless 
tm) all liabilities, obligations, Iosses, damages, penalties, iaxes, c1a.h~: a d 0 4  Suits, 
out-of-pocket costs, expenses or disbursements (including, without m y  limitation, legd 
fees and expenses) of any kind and natm whatswer  resulting from or a;ising om of or 
which would no1 Save oaumd but for or which is in thc nature af one or more of the 
follovdng: (a) the willll Ldsconduct or gross negligence on *.e pan of the Voting 
Trustee or his SUCC~SEO~?,  assigns. servants, agent& affiliates or employes in the 
performance or nonpzr fomce of his duties hereunder; or @) b& by the Voting 
T~Stee ,  in his individual capacity, of his covenants in Article V: or (c) the %lure of the 
Voring Tmstee IO use ordinarq. care to disburse funds. The i n d d i c s  contained in this 
Section 6.1 extend to the Voting T N m e  only in his individual capadly end shall not be 
construed as indemnities of the Trustee Estate (except to d e  exten!, if any. that the 
Voting Trustee has becn reisbinsed by the Trust Estate for amounts covered by the 
indemkies contained in this Section 6.1). 

(e) Indemnities Survive Terminstion of Agreement. The 
indernr2ties contained in this Sefdon 6.1 shall survive the termination of chis Trust 
Apernent. The payor of any indemnity under tlzis Seotion 6.1 shail be submgaled lo any 
right of the. person indemnified in respect of the matter as to which such indemnity was 
paid. 



CERTIFICATE OF SERVICE 

Kern’ Johnson, a Paralegal Specialist in the Enforcement Bureau’s Investigations 

and Hearings Division, certifies that she has, on this 5th day of September, 2007, sent by 

first class United States mail copies of the foregoing “Enforcement Bureau’s Request for 

Admission of Facts and Genuineness of Documents to Preferred Communication 

Systems, Inc.” to: 

Charles M. Austin 
c/o Preferred Communications Systems, Inc. 
631 1 North O’Connor Boulevard N24 
Irving, Texas 75039 

Preferred Communication Systems, Inc. 
63 11 North O’Connor Boulevard N24 
Irving, Texas 75039 

Charles J. Ryan, I11 
Attorney At Law 
12502 Trelawn Ter. 
Mitchellville MD 20721 

Preferred Acquisitions, Inc. 
c/o Preferred Communications Systems, Inc. 
631 1 North O’Connor Boulevard N24 
Irving, Texas 75039 

Pendleton C. Waugh 
9150 E Del Camino 
Suite 114 
Scottsdale, Arizona 85258 

Jay R. Bishop 
c/o Preferred Communications Systems, Inc. 
63 1 1 North O’Connor Boulevard N24 
Irving, Texas 75039 

Jay R. Bishop 
c/o Michelle Bishop 
1190 South Farrell Drive 
Palm Springs, CA 92264 



Charles J. Ryan, I11 
Attorney At Law 
Post Office Box 4782 
Upper Marlboro, Maryland, 20775 

Charles D. Guskey 
6237 Baymar Lane 
Dallas. Texas 75252 

Administrative Law Judge Arthur I. Steinberg* 
Federal Communications Commission 
445 12" Street, S.W., Room 1-C861 
Washington, D.C. 20054 

* Hand-Delivered 


